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PROBLEMS  BEFORE  THE  WORLD  ECONOMIC  CONFERENCE 

by 

Maxwell  S.  Stewart 

with  the  aid  of  the  Research  Staff  of  the  Foreign  Policy  Association 


The  opening  of  the  World  Monetary 
and  Economic  Conference  at  London  on 
June  12  marks  the  beginning  of  a  new  phase 
in  the  struggle  against  the  depression  which 
has  engulfed  the  entire  world  during  the  past 
three  and  a  half  years.  The  first  period  was 
characterized  by  reliance  on  national  action 
alone.  Each  country  sought  vainly  to  pro¬ 
tect  itself  by  domestic  legislation  against  the 
effect  of  the  world-wide  decline  in  prices  and 
the  general  stagnation  of  business  activity. 
Finding,  however,  that  these  measures  have 
for  the  most  part  served  only  to  intensify  the 
crisis,  the  nations  have  gradually  begun  to 
consider  the  possibility  of  an  international 
attack.  Although  the  need  for  such  action 
had  long  been  apparent,  the  initial  impetus 
seems  to  have  been  provided  by  the  report  of 
the  Young  Plan  Advisory  Committee  at 
Basle,  December  23,  1931 : 

“But  the  problem  has  assumed  a  world-wide 
range.  We  can  recall  no  previous  parallel  in 
times  of  peace  to  the  dislocation  which  is  taking 
place  and  may  involve  a  profound  change  in  the 
economic  relations  of  nations  to  one  another. 
Action  is  most  urgently  needed  in  a  much  wider 
field  than  that  of  Germany  alone. 

“The  interdependence  of  the  various  countries 
of  the  world  needs  no  further  proof;  recent  years 
have  most  strikingly  illustrated  it.  .  . 

“We  appeal  to  governments  upon  whom  the 
responsibility  for  action  rests  to  permit  of  no  de¬ 
lay  in  coming  to  decision  which  will  bring  ameli¬ 
oration  of  this  grave  crisis  which  weighs  so 
heavily  on  all  alike.’” 

The  challenge  contained  in  this  report  was 
accepted  by  the  leading  governments  in  a 
communique  issued  on  February  13,  1932, 
summoning  a  conference  to  meet  in  June  at 
Lausanne  to  deal  with  reparation  and  “the 
measures  necessary  to  solve  the  other  eco¬ 
nomic  and  financial  difficulties  which  are  re¬ 
sponsible  for  and  may  prolong  the  present 
world  crisis.”*  The  original  plan  for  includ¬ 
ing  general  economic  problems  in  the  agenda 
of  this  conference  was  shattered,  however, 
when  the  United  States,  fearing  it  might  be¬ 
come  involved  in  a  discussion  of  reparation 
and  war  debts,  refused  to  send  delegates  to 
Lausanne.  This  obstacle  was  finally  sur¬ 
mounted  by  the  British  government,  which 

1.  Report  of  the  Special  Advisory  Committee  convened  under 
the  Agreement  with  Germany  concluded  at  The  Hague  on  Janu¬ 
ary  to,  1930,  Basle.  DecemlM-r  23,  1931  (London,  H.  M.  Station¬ 
ery  Office,  1932),  Cmd.  3995,  p.  16. 

2.  For  details,  cf.  Mildred  S.  Wertheimer,  “The  Lausanne 
Reparation  Settlement,”  Foreign  Policy  Reports,  Vol.  Vin, 
No.  19,  November  23,  1932. 


proposed  that  the  United  States  be  invited  to 
a  second  conference,  to  be  held  in  London, 
at  which  general  economic  problems  would  be 
examined.  American  acceptance  of  this  plan 
was  prompt  but  cautious.  On  May  31,  1932 
the  United  States  announced  that  it  would 
participate  in  an  international  economic  con¬ 
ference  at  London  “for  the  purpose  of  con¬ 
sidering  methods  to  stabilize  world  com¬ 
modity  prices,”  on  the  understanding  that 
war  debts,  reparation  and  disarmament 
would  not  be  discussed.*  An  additional 
reservation  was  made  on  the  following  day, 
when  it  was  reported  that,  although  the 
United  States  was  willing  to  consider  the 
problems  of  tariffs  in  general  terms,  its  dele¬ 
gates  would  not  be  empowered  to  discuss 
specific  rates.* 

The  Lausanne  Conference,  faced  with  the 
prospect  of  American  cooperation  at  a  sub¬ 
sequent  gathering,  did  not  attempt  to  deal 
with  the  broader  problems  of  world  recovery 
except  to  draw  up  an  outline  of  the  main 
questions  which  it  believed  should  be  exam¬ 
ined  by  the  proposed  World  Monetary  and 
Financial  Conference.*  It  did,  however,  take 
steps  to  organize  a  Preparatory  Commission 
of  Experts  which  was  entrusted  with  the 
task  of  making  a  preliminary  examination  of 
these  issues.*  This  commission  held  two  ses¬ 
sions.  The  first,  which  met  at  Geneva 
from  October  31  to  November  9,  revealed 
such  a  divergence  in  national  opinion  that 
even  preliminary  agreement  on  the  chief  is¬ 
sues  seemed  impossible.  The  second  session 
— which  opened  on  January  9 — proved  more 
fruitful.  General  agreement  was  reached 
regarding  the  formulation  of  the  outstanding 
questions,  and  a  draft  agenda*  for  the  con¬ 
ference  was  issued  on  January  19. 

But  even  after  publication  of  this  agenda, 
there  was  no  certainty  that  the  conference 

3.  Cf.  Department  of  State,  Press  Releases,  June  4,  1932, 
|>.  645. 

4.  Cf.  New  York  Times,  June  2  and  3,  1932. 

5.  Cf.  Final  Act  of  the  Lausanne  Conference,  Lausanne. 
July  9,  1932  (London,  H.  M.  Stationery  Office,  1932),  Cmd.  4126, 
p.  16. 

6.  Invitations  were  extended  to  the  governments  of  Germany. 
Belgium,  France,  the  United  Kingdom.  Italy  and  Japan — all 
members  of  the  League — to  appoint  two  experts  on  this  com- 
ml.«aion:  the  United  States  was  Invited  to  be  represented  on  the 
same  basis.  The  League  of  Nations  was  asked  to  nominate 
three  additional  members,  and  the  Bank  of  International  Settle¬ 
ments  was  asked  to  name  two  experts  to  participate  in  the  Sub¬ 
committee  on  Financial  Questions.  (Ihid.,  p.  15-16.) 

7.  League  of  Nations.  Draft  Annotated  Agenda,  Monetary  and 
Economic  Conference  (Geneva,  1933),  C.48.M.18.1933.II. 
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would  be  held.  No  definite  date  had  yet  been 
set,  despite  the  fact  that  the  world  economic 
and  political  situation  was  rapidly  becoming 
more  critical.  The  possibility  of  action  was 
further  delayed  by  the  banking  crisis  in  the 
United  States  which  absorbed  the  entire  at¬ 
tention  of  the  new  Administration  during  its 
first  few  weeks  in  office.  The  outlook  was 
suddenly  brightened  on  April  5,  however, 
by  the  announcement  that  President  Roose¬ 
velt  had  invited  Prime  Minister  MacDonald 
to  participate  in  a  preliminary  discussion  of 
world  economic  problems  at  Washington  in 
the  latter  part  of  April.*  On  receipt  of  Mr. 
MacDonald’s  acceptance,  the  governments  of 
eight  other  major  powers  were  also  asked  to 
send  special  representatives  to  Washington, 
and  a  few  days  later  the  invitation  was 
broadened  to  include  all  of  the  nations  which 
are  to  participate  in  the  London  conference.* 
These  preliminary  conversations  opened 
on  April  21  with  the  arrival  of  Mr.  MacDon¬ 
ald.  The  French  representative,  M.  Herriot, 
flowed  on  April  23,  and  Prime  Minister 
Bennett  of  Canada  reached  Washington  on 
the  next  day.  Although  the  discussions 
were  of  a  preparatory  nature  which  did  not 
permit  of  definite  agreements,  it  was  re¬ 
ported  that  the  respective  governments 
“were  looking  with  a  like  purpose  and  a  close 
similarity  of  method  at  the  main  objectives 
of  the  conference.”"  In  addition  to  a  some¬ 
what  indefinite  understanding  regarding  eco¬ 
nomic  policy,  substantial  progress  appears  to 

have  been  made  in  the  political  field.  The 
questions  of  disarmament  and  security  were 
frankly  considered  in  their  relation  to  the 
economic  conference,  and  the  close  connec¬ 
tion  between  political  and  economic  problems 
fully  recognized.  The  success  of  the  con¬ 
versations  was  attested  by  the  fact  that  on 
April  29  the  organizing  committee,  meeting 
in  London,  fixed  June  12  as  the  date  for  open¬ 
ing  the  world  economic  conference. 

NEED  FOR  THE  CONFERENCE 
The  events  of  the  twelve  months  which 
have  elapsed  since  the  conference  was  first 
proposed  have  served  to  emphasize  the  need 
for  action  if  further  economic  collapse  is  to 
be  averted.  Although  a  temporary  improve¬ 
ment  in  business  conditions  took  place  in  the 
late  summer  and  early  fall  of  1932,  it  was 
followed  by  a  sharp  relapse  which  carried 
the  indices  of  world  economic  activity  to  new 
low  levels  in  the  early  months  of  1933.  The 
total  value  of  international  trade  in  1932  was 
34  per  cent  less  than  in  the  previous  year, 
and  more  than  60  per  cent  under  1929. 

8.  Cf.  New  York  Times,  April  6,  1933. 

9.  Invitations  were  extended  on  April  7  to  Italy,  Oermany, 
Prance,  Japan,  China,  Argentina,  Brazil  and  Chile.  Canada  and 
Mexico  were  invited  on  the  following  day,  and  forty-two  addi¬ 
tional  Invitations  were  sent  on  April  13. 

10.  Joint  statement  issued  by  President  Roosevelt  and  Prime 
Minister  MacDonald,  April  26,  1933  (New  York  Times,  April  27, 
1933) ;  cf.  also  Joint  statement  Issued  by  Mr.  Roosevelt  and  M. 
Herriot  (ibid.,  April  29.  1933). 


Total  Value  of  World  Trade^^ 

{Imports  and  Exports  Combined) 


Change  from 

Year  Value  Previous  Year 

1913  . $41,662,000,000  . 

1928  .  67,135,000,000  . 

1929  .  68,290,000,000  +1.5% 

1930  .  54,921,000,000  —  20% 

1931  .  39,597,000,000  —  28% 

1932  .  26,160,000,000  -  34% 


1933  (istquarter)  5,381,000,000  —  17% 

In  physical  volume  the  reduction  in  trade 
during  1932  was  26  per  cent — which  was 
much  greater  than  in  any  previous  year  of 
the  depression."  Preliminary  statistics  for 
the  first  few  months  of  1933  indicate  that 
this  decline  has  not  yet  been  checked."  Gen¬ 
eral  production  and  unemployment  figures 
also  reveal  an  additional  curtailment  of  busi¬ 
ness  activity  throughout  the  world." 

World  Unemployment  in  February  1932  and  19331 

Number  of 
Percentage  Registered 

Unemployed  Unemployed 


Country  1932  1933  1932  1933 

Czechoslovakia..  13.6®  20.7*  654,059  918,334 

Austria  .  29.0  32.1  426,698  480,063 

Germany  .  44.1*  47.4*  6,128,429  6,000,958* 

Denmark  .  35.9  42.8  147,735  189,805 

Belgium  .  21.0  21.0®  168,676  201,305 

Italy  .  1,006,442  1,229,387 

Netherlands  ....  32.7  38.0*  272,283  385,542* 

Poland  . {29!7*{36^8*  280,044*.* 

Sweden  . ^8  Wo  82,236  138,131 


United  Kingdom  22.1^  22.8^  2,846,395  2,914,914 

United  States'  {32'2»{4l‘o*  8,300,000  12,988,000 


Total  for  11  Countries  20,283,097  25,726,483 

1.  /nfemational  Labour  Review,  Vol.  XXVII,  Nos.  4  and  6, 
April  and  May  1933. 

2.  Trade  union  members  only. 

3.  Based  on  statistics  of  employment,  employers'  returns: 
United  States,  1923-1926=100;  Poland,  1927=100, 

4.  The  decline  in  the  number  of  unemployed  In  Germany  and 
Poland,  in  the  face  of  an  increase  in  the  percentage  of  Jobless, 
is  at  least  partially  attributed  to  changes  in  the  regulations 
affecting  registration, 

5.  United  States  figures  are  estimates  of  the  American  Fed¬ 
eration  of  Labor.  Revised  figures  for  March  1933  show  a  total 
of  13,360,000,  a  gain  of  67  per  cent  over  the  previous  year, 
while  April  shows  lees  than  seasonal  improvement.  Other  pri¬ 
vate  estimates  are  from  two  to  three  million  higher.  (Cf.  New 
York  Times,  February  29,  March  28,  1932 :  and  April  1,  5  and 
May  13,  1933.) 

Moreover,  the  problem  of  meeting  interna¬ 
tional  obligations,  as  well  as  domestic  debts, 
has  been  rendered  more  serious  by  the  con¬ 
tinued  decline  of  commodity  prices.  World 
trade  prices,  as  distinguished  from  local 
prices,  averaged  about  10  per  cent  lower  in 

11.  Sources:  Commerce  Yearbook,  itSM,  Vol.  U,  p.  722-24, 
and  Commerce  Reports,  April  8,  1933,  p.  211. 

12.  For  complete  statistics  on  world  trade  for  1932,  cf.  J.  J. 
Krai,  "International  Trade  for  1932, "Commerce  Reports,  April  8, 
1933. 

13.  World  trade  for  January  1933  totalled  11,790,000,000 — 
a  decline  of  15  per  cent  from  the  previous  year.  (Uonthlp  Bul¬ 
letin  of  Statistics,  Leagrue  of  Nations,  Vol.  XIV,  No.  3,  March 
1933,  p.  104-6.)  For  the  first  four  months  of  1933,  United  States 
trade  declined  20  per  cent  from  that  of  the  corresponding  period 
of  1932.  (Cf.  New  York  Times,  May  18,  1933.)  For  British  and 
German  figures,  cf.  ibid..  May  16  and  17,  1933. 

14.  The  indices  of  production  for  January  1933  In  various 
countries  was  as  follows:  (1928=100)  United  States,  67.7:  Austria, 
60.6;  Canada,  52.8;  Prance,  78.0;  Germany,  62.2;  Poland,  46.8; 
Sweden.  82.7.  The  corresponding  figures  for  January  1932  were: 
United  States,  64.9;  Austria,  71.2;  Canada,  67.9;  France,  82.7; 
Germany,  61.9;  Poland.  51.8;  Sweden,  93.3.  (Monthly  Bulletin 
of  Statistics,  cited,  March  1933.) 
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1932  than  in  1931,“  while  the  decline  in  den  has  been  felt  particularly  in  the  interna- 

wages  and  income  of  the  various  countries  of  tional  sphere  because  of  the  difficulty  of 

the  world  persisted  unchecked.  By  1933  transferring  payments  from  debtor  to  credi- 

wholesale  commodity  prices  had  dropped  ap-  tor  countries."  Some  conception  of  the  mag- 

proximately  one  third  in  terms  of  gold  since  nitude  of  the  problem  may  be  obtained  from 

October  1929,  and  the  prices  of  raw  materials  the  fact  that  the  total  interest  and  dividend 

had  fallen  by  more  than  one  half .“  Since  payments  due  the  seven  leading  creditor  na- 

there  has  been  no  corresponding  reduction  in  tions  in  1930  exceeded  two  billion  dollars," 

the  money  value  of  indebtedness,  the  burden  an  amount  which  could  be  paid  only  so  long 

of  existing  obligations  in  terms  of  goods  and  as  the  debtors  could  maintain  an  export  sur- 

services  has  materially  increased.  This  bur-  plus  of  goods,  services,  gold,  or  securities. 

PROPOSALS  FOR  RESTORING  ECONOMIC  STABILITY 


Although  there  is  general  agreement  con¬ 
cerning  the  gravity  of  the  present  crisis 
and  the  need  for  aggressive  action,  there  is 
by  no  means  unanimity  of  opinion  regarding 
the  nature  of  such  action.  For  purposes  of 
analysis,  it  may  be  helpful  to  divide  into  four 
main  categories  the  chief  proposals  which 
have  thus  far  been  advanced.  A  substantial 
number  of  economists,  for  instance,  believe 
that  prosperity  can  only  be  regained  through 
the  restoration  of  a  flexible,  self-adjusting 
economic  structure  such  as  existed  prior  to 
the  World  War.  Others,  however,  claim  that 
the  time  has  come  when  we  must  assume 
greater  control  over  the  economic  process: 
that  it  is  necessary  to  coordinate  the  count¬ 
less  activities  which  are  involved  in  the  pro¬ 
duction  and  distribution  of  wealth  in  ac¬ 
cordance  with  a  carefully  worked  out  plan.™ 
In  general,  the  first  proposal — ^that  of  a  free 
market — is  deflationary.  Debts  must  be  ad¬ 
justed  to  the  prevailing  level  of  prices  by  re¬ 
ducing  the  face  value  of  existing  contractual 
obligations.  The  second  proposal — that  of 
economic  planning — on  the  other  hand  im¬ 
plies,  among  other  things,  control  over  cur¬ 
rency  for  the  purpose  of  expanding  purchas¬ 
ing  power  and  stabilizing  prices  at  a  higher 
level.  Furthermore,  either  of  these  policies 
can  be  taken  as  the  basis  for  national  action, 
or  either  of  them  can  be  applied  on  an  inter¬ 
national  scale.  Thus  we  have  four  distinct 
approaches  to  the  basic  problem  which  for 
convenience  of  identification  we  might  desig¬ 
nate  as  follows:  (1)  national  deflation;  (2) 
national  inflation;  (3)  restoration  of  the 
world  market;  (4)  international  inflation. 
NATIONAL  DEFLATION 

Until  recently,  practically  every  country  in 
the  world  has  sought  to  remedy  the  disloca¬ 
tion  resulting  from  the  depression  by  na¬ 
tional  deflationary  measures.  National  and 
local  governments  have  attempted  to  lessen 
the  gap  between  revenues  and  expenditures 

15.  Krai.  “International  Trade  in  1932,”  cited. 

16.  Cf.  Draft  Annotated  Agenda,  cited. 

17.  For  more  detailed  discussion  of  the  transfer  problem,  cf. 
Maxwell  S.  Stewart,  “American  Commercial  Policy  and  the 
World  Crisis,”  Foreign  Policy  Reports,  Vol.  VIII,  No.  6,  May  25, 
1932. 

18.  Leagrue  of  Nations.  Balance  of  Payments,  t9S0. 

20.  Cf.,  for  example,  George  Soule,  A  Planned  Society  (New 
York,  Macmillan,  1932)  ;  for  complete  bibliography,  cf.  “Pacific 
Affairs”  (Honolulu).  April-May,  1933. 


by  increased  taxation  and  drastic  economies. 
Tariffs  and  other  trade  restrictions  have 
been  imposed  or  increased  in  an  effort  to  pro¬ 
tect  the  domestic  markets  and  prevent  an  un¬ 
favorable  balance  of  payments.  Govern¬ 
mental  economies  have  been  paralleled  by 
similar  action  on  the  part  of  private  enter¬ 
prises.  Drastic  savings  have  been  effected 
through  the  reduction  of  wages  and  elimina¬ 
tion  of  all  except  essential  activities.  Pro¬ 
duction  has  been  severely  curtailed,  and 
prices  lowered  in  an  effort  to  increase  con¬ 
sumption. 

The  failure  of  this  program  is  attested  by 
the  constant  deepening  of  the  crisis.  Each 
“economy”  has  served  to  destroy  or  diminish 
purchasing  power  and  has  consequently  in¬ 
tensified  the  general  deflationary  process. 
The  steady  lowering  of  prices  and  wages  has 
increased  the  real  burden  of  debts,  and  has 
made  the  orderly  adjustment  of  outstanding 
obligations  more  difficult.  Restriction  of 
production  has  brought  a  reduction  in  living 
standards  throughout  the  world  and  contrib¬ 
uted  to  the  general  decrease  of  purchasing 
power.  Most  serious  of  all,  each  step  in  this 
program  has  served  to  intensify  national 
economic  rivalries  and  has  strengthened  the 
hands  of  those  seeking  the  development  of  a 
self-contained  national  economy. 

NATIONAL  INFLATION 

Although  the  second  proposal,  national  in¬ 
flation,  has  been  urged  since  the  first  stages 
cf  the  depression,”  no  important  country  has 
deliberately  undertaken  such  a  policy  until 
very  recently.™  The  first  definite  steps  in  this 
direction  were  taken  by  Sweden  in  the  budget 
introduced  into  the  Riksdag  on  January  11, 
1933.  Acting  on  the  theory  that  the  trade 
depression  had  reached  a  point  where  the 
creation  of  fresh  purchasing  power  by  state 

21.  Cf.  Report  of  the  Committee  (.Macmillan)  on  Finance  and 
Industry  (London.  H.  M.  Stationery  Office,  1931),  Cmd.  3897. 
p.  240;  also  Commander  Frederic  Bennett,  The  Depression  19*9 
to  t  (New  York.  The  American  Metal  Market,  1931)  ;  and  B. 
G.  Hawtrey,  Trade  Depression  and  the  Way  Out  (London,  Long¬ 
mans,  Green,  1931). 

22.  Great  Britain's  suspension  of  gold  payments  on  Sep¬ 
tember  21,  1931  was  not  Inflationary  as  there  has  been  no  ex¬ 
pansion  of  currency  or  credit.  Japan’s  action  In  December  of 
the  same  year,  on  the  other  hand,  seems  to  have  been  at  least 
moderately  Inflationary.  (Cf.  T.  A.  Bisson,  “The  Rise  of 
Fascism  In  Japan,”  Foreign  Policy  Reports,  Vol.  VIII,  No.  17, 
October  26,  1932.)  For  further  details  regarding  the  effect  of 
these  measures,  cf.  Economic  Notes  on  Japan,  Department  of 
Commerce.  Far  Eastern  Series,  No.  129. 
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action  was  necessary  to  break  the  defla¬ 
tionary  cycle,  the  government  proposed  to 
borrow  approximately  240,000,000  kronor 
(about  $64,320,000  at  par)  to  finance  an  ex¬ 
tensive  public  works  program.”  A  similar 
proposal  made  in  England  by  J.  M.  Keynes 
gained  the  support  of  a  number  of  eminent 
economists,  but  so  far  has  not  been  adopted 
by  the  British  government.”  In  announcing 
an  embargo  on  gold  exports  on  April  19, 
1933  and  the  subsequent  passage  of  a  bill 
which  gives  the  President  the  power  to  take 
definite  inflationary  steps,”  the  United  States 
indicated  its  abandonment  of  its  previous  de¬ 
flationary  policies.®  This  move  was  con¬ 
firmed  on  May  17  by  the  introduction  into 
Congress  of  an  Administration  bill  authoriz¬ 
ing  the  expenditure  of  $3,300,000,000  for  a 
federal  public  works  program  to  be  financed 
by  bond  issues.” 

Economists  differ  widely  regarding  the 
possibility  of  correcting  the  fundamental 
maladjustments  in  the  economic  structure  by 
national  inflationary  action.  Some  authori¬ 
ties  see  domestic  recovery  as  a  prerequisite 
to  the  revival  of  world  trade,  pointing  to  the 
small  proportion  of  American  products 
which  are  sold  abroad  as  an  indication  of  the 
necessity  for  concentrating  on  internal  meas¬ 
ures.*^®  Others  question  whether  such  action 
would  not  inevitably  conflict  with  the  attempts 
which  are  being  made  to  restore  the  inter¬ 
national  economic  structure.  There  is  grave 
question  whether  such  a  project  would  not 
in  effect  necessitate  the  development  of  a  na¬ 
tional  economy  which  would  be  virtually  in¬ 
sulated  against  all  world  influences.  It  is 
doubtful,  for  example,  whether  any  govern¬ 
ment  could  finance  a  substantial  program  of 
public  works  without  resorting  to  direct  or 


indirect  monetary  inflation  which  would  re¬ 
quire  the  suspension  of  gold  payments — a 
measure  which  must  of  necessity  prove  a 
serious  deterrent  to  foreign  trade.®  Under 
such  conditions,  long-term  international  lend¬ 
ing  becomes  virtually  impossible,  and  repay¬ 
ment  of  existing  foreign  obligations  is 
rendered  highly  problematical.  In  view  of 
these  facts,  many  observers  feel  that  an  in¬ 
flationary  program  for  economic  rehabilita¬ 
tion  which  emphasizes  purely  domestic  meas¬ 
ures  could  only  be  achieved  if  a  nation  were 
practically  self-sufficient.® 

Whether  self-containment  is  desirable  or 
possible  remains  a  matter  of  dispute.  A  few 
well-known  writers  defend  this  extreme 
course  on  theoretical  grounds,®  but  the  ma¬ 
jority  reject  it  as  wholly  impracticable," 
arguing  that  a  further  decline  in  American 
foreign  trade  would  bring  additional  hard¬ 
ship  to  millions  of  persons  who  are  engaged 
in  producing  goods  for  export  or  in  supply¬ 
ing  the  needs  of  those  so  employed.”  It  would 
be  strange  indeed  if  the  United  States,  as  one 
of  the  principal  creditor  countries,  would 
voluntarily  surrender  its  claims  on  the  out¬ 
side  world  merely  because  it  was  unwilling 
to  make  the  adjustments  necessary  to  collect 
its  debts.®  Yet  an  attempt  to  insist  on  re¬ 
payment  of  these  obligations  while  refusing 
to  participate  actively  in  a  program  for 
world  economic  reconstruction  would  un¬ 
questionably  intensify  existing  political  and 
economic  friction,  and  render  agreement  on 
disarmament  and  kindred  problems  much 
more  difficult.  Consequently,  most  authori¬ 
ties  assert  that  a  purely  national  program  is 
bound  to  fail  unless  it  can  be  coordinated 
with  international  action. 


INTERNATIONAL  ACTION 


In  the  field  of  international  cooperation 
two  paths  are  open  which  are  fully  as  di¬ 
vergent  as  the  deflationary  and  inflationary 
proposals  in  the  realm  of  national  action. 
The  majority  of  economists  who  recognize 
the  desirability  of  international  trade  assert 
that  the  fundamental  condition  for  the  re¬ 
turn  of  prosperity  is  the  restoration,  as  far 
as  possible,  of  the  self-regulating  mechanism 
of  the  world  market.  These  authorities 

23.  The  budget  introduced  by  the  government  called  for  an 
lncrea.9e  in  all  forms  of  taxation  and  for  drastic  economies  in 
the  ileld  of  national  defense  and  certain  other  non-productive 
governmental  enterprises.  The  funds  thus  obtained  are  to  be 
•et  aside  as  a  sinking  fund  for  the  proposed  loan,  which  is  to  be 

almost  exclusively  for  public  works  and  direct  unemploy¬ 
ment  relief.  (Cf.  The  Timex,  I.ondon,  January  12.  1933.) 

24.  For  details,  cf.  The  Timex  (London),  March  13,  14,  15 
end  16.  1933;  reprinted  as  a  pamphlet.  The  Means  to  Prosper¬ 
ity  (New  York,  Harcourt,  Brace,  1933). 

25.  Of.  Xew  York  Times,  April  20.  21,  May  11,  and  13,  1933. 

26.  Of.  radio  address  by  President  Roosevelt.  Xeiu  York 
Times,  May  8,  1933. 

27.  For  text,  cf.  Xew  York  Times,  May  18.  1933. 

27a.  Cf.  radio  speech  of  Assistant  Secretary  of  State  Ray¬ 
mond  Moley,  Xew  York  Herald  Tribune,  May  21.  1933;  also 
Royal  Meeker.  ‘‘Tasks  of  World  Recovery,”  Current  History, 
June  1933. 


would  introduce  greater  flexibility  into  the 
international  economic  structure  by  remov¬ 
ing  the  obstacles  to  the  free  interchange  of 
goods  and  services,  so  that  economic  adjust¬ 
ments  might  once  more  take  place  through 


28.  For  development  of  this  point  together  with  a  discussion 
of  the  perils  of  inflation,  cf.  Mo^ithly  Letter  of  the  Xational 
City  Bank,  February.  1933  ;  cf.  also  Benjamin  M.  Anderson. 
The  Gold  Standard  and  the  Administration's  General  Economic 
Program,  Chase  Economic  Bulletin.  Vol.  VII,  No.  1,  May  6. 
1933. 

29.  Proponents  of  this  view  do  not  desire  the  complete  cessa¬ 
tion  of  foreign  trade  or  the  abandonment  of  cultural  and  scien¬ 
tific  Intercourse  among  nations.  They  merely  assert  that  the 
trend  of  national  development  should  be  toward  greater  eco¬ 
nomic  independence,  and  that  less  stress  should  bo  placed  on 
programs  looking  toward  increasing  the  interdependence  of  na¬ 
tions. 

30.  Cf.  Wallace  B.  Donham,  Business  Looks  at  the  Unfore¬ 
seen  (New  York,  McGraw-Hill.  1932),  p.  102-4;  also  Lawrence 
Dennis.  Is  Capitalism  Duomedf  (New  York.  Harpers,  1932), 
p,  159-303. 

31.  For  a  more  detailed  treatment  of  this  problem,  cf.  M.  S. 
Stewart.  "Tariff  Issues  Confronting  the  New  Administration," 
Foreign  Policy  Beports.  Vol.  IX.  No.  2,  March  29,  1933,  p.  16-18; 
cf.  also  Ernest  Minor  Patterson.  America:  World  Leader  or 
World  LedT  (New  York.  Century,  1932),  Chapter  X;  and  Draft 
Annotated  Agenda,  cit'  d,  p.  6. 

32.  Cf.  statement  of  Secretary  Chapin,  Xew  York  Times, 
January  19.  1933. 

33.  Cf.  Stewart.  "American  Commercial  Policy  and  the  World 
Crisis.”  cited. 
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the  normal  channels  of  supply  and  demand.** 
Thus  the  first  alternative  is  essentially  a 
plan  for  economic  disarmament. 

RESTORATION  OF  THE 
WORLD  MARKET 

In  its  broad  outlines,  the  Draft  Annotated 
Agenda  w’hich  has  been  drawn  up  by  the 
Preparatory  Commission  of  Experts  is  a 
program  of  this  type.  The  restraints  which 
have  been  placed  on  trade  in  recent  years — 
increased  tariffs,  import  quotas,  and  ex¬ 
change  restrictions — are  in  effect  weapons 
of  economic  nationalism.  While  defensive  in 
intention  the  repercussions  of  these  meas¬ 
ures  on  world  trade  have  been  catastrophic. 

“This  prevailing  conflict  of  national  economies 
must  be  resolved,”  the  Commission  declares,  “if  a 
full  and  durable  recovery  is  to  be  effected  .  .  . 
Failure  in  this  critical  undertaking  threatens  a 
world-wide  adoption  of  ideals  of  national  eco¬ 
nomic  self-sufficiency  which  cut  unmistakably 
athwart  the  lines  of  economic  development.  Such 
a  choice  would  shake  the  whole  system  of  interna¬ 
tional  finance  to  its  foundations,  standards  of  liv¬ 
ing  would  be  lowered  and  the  social  system  as  we 
know  it  could  hardly  survive.”* 

To  attack  these  barriers,  the  agenda,  as  pre¬ 
pared  by  the  Commission,  contains  the  fol¬ 
lowing  six  points:  (1)  monetary  and  credit 
policy,  (2)  prices,  (3)  resumption  of  the 
movement  of  capital,  (4)  restrictions  on  in¬ 
ternational  trade,  (5)  tariff  and  treaty  pol¬ 
icy,  and  (6)  organization  of  production  and 
trade.  The  Preparatory  Commission  is  keenly 
aware  of  the  close  interrelation  between  the 
various  items  on  the  agenda.  Substantial 
progress  in  any  one  of  the  fields  listed  ob¬ 
viously  depends  on  corresponding  action  in 
each  of  the  other  fields.  Nothing  short  of 
a  concerted  attack  along  the  entire  economic 
front  is  likely  to  yield  effective  results." 

Monetary  and  Credit  Policy 

This  close  interconnection  is  particularly 
evident  in  the  field  of  monetary  policy.  Little 
progress  can  be  expected  with  respect  to  gen¬ 
eral  economic  problems  until  exchange  stabil¬ 
ity  has  been  restored,  while  this  action  in 
turn  is  dependent  on  a  number  of  non-mon- 
etary  factors."  In  the  absence  of  agreement 
on  any  other  international  standard,  the  Pre¬ 
paratory  Commission  recommends  a  return 
to  gold,  but  it  recognizes  that  this  cannot  be 
accomplished  until  certain  conditions  have 
been  fulfilled."  In  the  first  place,  the  Com¬ 
mission  declares,  “the  solution  of  the  major 
outstanding  political  problems  would  con¬ 
tribute  to  that  restoration  of  confidence  with- 

34.  Cf.  The  Course  and  Phases  of  the  World  Economic  De¬ 
pression  (Geneva,  Leagrue  of  Nations,  1931),  p.  262-73;  also 
World  Economic  Survcp  (Geneva,  Leagnie  of  Nations,  1932), 
p.  30-46,  276-83,  286-91;  and  speech  of  Secretary  of  State 
Cordell  Hull  before  the  American  section  of  the  International 
Chamber  of  Commerce,  May  2,  1933.  (New  York  Herald  Trib¬ 
une,  May  3,  1933.) 

35.  Cf.  Draft  Annotated  Agenda,  cited,  p.  6. 

36.  Ibid.,  p.  7. 

37.  Cf.  Lieagrue  of  Nations,  Report  of  the  Gold  Delegation  of 
the  Financial  Committee  (Geneva,  1932),  C.602.M.24S.19S2.II.A., 

p.  16-26. 

38.  Draft  Annotated  Agenda,  cited,  p.  12-13 


out  which  great  hesitation  will  be  felt  in  tak¬ 
ing  decisions  to  return  to  the  gold  standard.” 
In  addition,  a  number  of  specific  economic 
measures  will  have  to  be  taken  before  nations 
with  depleted  reserves  can  safely  resume 
gold  payments.  These  include :  (1)  The  set¬ 
tlement  of  intergovernmental  debts  on  a 
basis  which  will  permit  payment  without 
necessitating  large  shipments  of  gold;  (2) 
a  return  to  a  reasonable  degree  of  freedom 
in  the  movement  of  goods  and  services  so 
that  debtors  may  be  provided  with  the  means 
for  discharging  their  obligations  without  im¬ 
pairing  their  monetary  reserves;  and  (3) 
restoration  of  freedom  in  the  foreign  ex¬ 
change  markets  and  in  the  movement  of  cap¬ 
ital  so  as  to  permit  gold  to  flow  in  accordance 
with  normal  economic  demands. 

Even  these  adjustments  will  not  suffice, 
however,  unless  they  are  supplemented  by 
specific  measures  within  each  country,  de¬ 
signed  to  achieve  the  internal  ^uilibrium 
that  is  essential  to  the  functioning  of  the 
gold  standard.  For  example,  governmental 
budgets — both  national  and  local — must  be 
balanced,  currency  inflation  must  be  avoided, 
and  greater  flexibility  restored  within  each 
national  economy.  Creditor  countries  now 
on  the  gold  standard  should  seek  to  reduce 
interest  rates  by  conversions  of  state  loans 
and  as  far  as  possible,  maintain  an  open- 
market  policy  designed  to  provide  a  plentifid 
supply  of  credit.  They  should  also  permit 
the  greatest  amount  of  freedom  in  outward 
capital  movements  and  allow  gold  to  move 
freely." 

It  is  important  to  note,  moreover,  that  the 
restoration  of  the  gold  stondard  can  only  be 
accomplished  if  certain  reforms  are  achieved 
which  will  assure  the  smooth  functioning  of 
the  standard  under  modem  conditions.  In 
general,  the  specific  recommendations  of  the 
Commission  of  Experts  closely  parallel  those 
issued  by  the  Gold  Delegation  in  1932."  Vari¬ 
ous  means  of  “economizing  gold”  so  as  to 
make  the  existing  world  supply  adequate  to 
the  demands  upon  it  are  suggested.  These 
include,  for  example,  reduction  of  the  legal 
minimum  of  gold  backing  of  currency  from 
the  customary  33  or  40  per  cent  to  a  substan¬ 
tially  lower  figure,  and  the  extension  of  the 
use  of  checks,  drafts  and  other  means  of  pay¬ 
ment  which  do  not  bear  directly  on  the  gold 
reserve.  No  definite  proposal  is  made  in  re¬ 
gard  to  the  means  of  effecting  a  redistribu¬ 
tion  of  the  world’s  gold  supply  which  has  be¬ 
come  concentrated  in  five  creditor  countries," 
but  it  is  suggested  that  it  might  be  possible, 
by  international  credit  operations,  to  antici- 


39.  Ibid.,  p.  14. 

40.  Cf.  Report  of  the  Gold  Delegation  of  the  Financial  Com¬ 
mittee,  cited. 

41.  Nearly  80  per  cent  of  the  world's  gold  supply  Is  held  by 
the  United  States,  France,  Great  Britain,  Swltserland  and 
Holland. 
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pate  the  process  of  building  up  gold  reserves 
in  countries  where  the  reserve  is  now  defi- 
cient.“  The  maintenance  of  sound  monetary 
conditions,  finally,  may  be  greatly  facili¬ 
tated  by  the  establishment  of  closer  coopera¬ 
tion  between  the  various  Central  Banks,  and 
between  the  Central  Banks  and  the  Bank  for 
International  Settlements. 

The  entire  monetary  problem  has  been 
seriously  complicated  by  the  suspension  of 
the  gold  standard  by  the  United  States." 
While  interpretations  of  this  move  have 
varied  both  in  this  country  and  abroad,  there 
can  be  little  question  but  that  the  technical 
difficulties  of  a  currency  agreement  have 
been  materially  increased.  For  a  peri¬ 
od  of  some  months,  at  least,  it  is 
likely  that  speculation  and  violent  fluctuation 
of  the  exchanges  will  prevent  the  fixing  of 
definite  ratios  between  the  dollar  and  foreign 
currencies.  This  is  particularly  true  as  long 
as  the  present  uncertainty  persists  regard¬ 
ing  the  future  course  of  American  monetary 
policy.  The  technical  problems  have  been 
considerably  intensified,  moreover,  by  in¬ 
creased  political  friction.  Despite  Secretary 
Hull's  explicit  declaration  to  the  contrary," 
there  has  been  widespread  feeling  that  the 
action  of  the  United  States  was  a  deliberate 
step  to  increase  this  country’s  bargaining 
power  at  the  economic  conference."  The  re¬ 
fusal  of  the  United  States  to  maintain  gold 
payments  on  its  obligations  to  foreign  na¬ 
tionals  has  also  created  a  certain  amount  of 
bad  feeling  abroad,  although  the  United 
States  stood  to  lose  far  more  than  it  gained 
by  this  move."  Consequently,  in  view  of  the 
disproportionate  amount  of  gold  held  by  the 
United  States"  and  the  fact  that  its  basic 
price  structure  has  not  yet  adjusted  to  the 
recent  changes  in  the  value  of  the  dollar, 
many  authorities  feel  that  stabilization  of 
currencies  can  only  be  effected  at  ratios 
which  would  be  reasonably  close  to  those  pre¬ 
vailing  prior  to  April  19."  WHiether  the 
United  States  would  agree  to  such  a  settle¬ 
ment  in  view  of  the  widespread  impression 

42.  Draft  Annotated  Agenda,  cited,  p.  16-17. 

43.  Cf.  statement  of  H.  Parker  Willis,  banking  authority, 
before  the  New  York  Sales  Executive  Club:  "I  believe  that  our 
action  in  going  off  the  gold  standard  at  the  opening  of  the  in¬ 
ternational  negotiations  has  constituted  the  greatest  obstacle 
to  success  in  these  negotiations.”  {New  York  Times,  May  10, 
1933.)  Cf.  also  statement  by  Viscount  Snowden  {ibid..  May  12, 
1933):  and  article  by  H.  L.  Matthews  {ibid..  May  30,  1933). 

44.  Department  of  State,  Press  Releases,  April  22,  1933. 

45.  Cf.  New  York  Times,  April  20,  21  and  24,  1933 ;  New  York 
Rerald  Tribune,  April  20  and  24,  1933 ;  and  The  Economist, 
April  22,  1933, 

46.  For  details  concerning  this  action,  cf.  New  York  Times, 
May  2,  1933;  cf.  also  criticism  in  The  Homing  Post  (London), 
and  The  Financial  Times  (London),  May  2,  1933;  letter  of  P.  H. 
Hamilton,  The  Times  (London),  May  6,  1933;  and  The  Econ¬ 
omist,  May  13,  1933. 

47.  The  monetary  gold  stock  of  the  United  States  on  April  S, 
1933  was  14,283,000,000  {Federal  Reserve  Bulletin,  April  1933, 
P.  215), 

48.  At  the  close  of  the  exchange  on  April  17,  sterling  was 
quoted  at  13.46)4,  and  the  various  gold  currencies  were  quoted 
at  figures  that  were  only  slightly  above  the  gold  export  points. 
t>n  June  1  sterling  was  quoted  at  $3.99)4,  while  the  dollar  had 
depreciated  approximately  16  per  cent  In  terms  of  the  franc  and 
other  gold  currencies. 


that  a  depreciated  currency  is  an  aid  to  ex¬ 
ports,  is  an  open  question."  In  case  of  failure 
to  re-establish  the  gold  standard,  it  may  be 
possible  to  secure  an  arrangement  for  de 
facto  monetary  stabilization  through  the  co¬ 
operation  of  national  exchange  equalization 
funds  similar  to  that  now  possessed  by 
Great  Britain."  Such  cooperation  would  be 
dependent,  however,  on  at  least  tentative 
agreement  regarding  the  proper  ratio  be¬ 
tween  the  various  national  currencies. 

Silver 

Little  prospect  is  held  out  in  the  confer¬ 
ence  agenda  for  the  remonetization  of  silver. 
Although  bimetallism  is  theoretically  pos¬ 
sible  if  international  agreement  can  be 
reached  regarding  the  ratio  between  silver 
and  gold,  the  Preparatory  Commission  sees 
little  prospect  of  such  unanimity  owing  to 
the  opposition  of  France  and  other  non-sil¬ 
ver-producing  countries.  Similarly,  if  no 
form  of  bimetallism  proves  acceptable,  it 
would  be  impractical  for  Central  Banks  to 
include  substantial  quantities  of  silver  in 
their  reserve,  since  there  would  be  no  fixed 
price  at  which  it  could  be  received  in  settle¬ 
ment  of  international  balances.  There  would 
remain,  however,  the  possibility  that  various 
governments  might  withdraw  small  bank¬ 
notes  and  replace  them  by  subsidiary  coins, 
although  this  action  would  have  a  relatively 
slight  effect.  The  Commission  also  recom¬ 
mends  a  study  of  the  possibility  of  regulating 
the  sale  of  silver  by  producers  and  currency 
authorities  so  as  to  avoid  an  undue  disturb¬ 
ance  of  the  market.®  In  addition  to  these 
steps,  silver-producing  nations  will  doubtless 
urge  that  the  white  metal  be  included  in  any 
plan  for  the  stabilization  of  international 
currencies.” 

Price* 

One  of  the  principal  problems  confronting 
the  conference  is  that  of  raising  the  interna¬ 
tional  price  level.  While  considerable  dis¬ 
agreement  exists  as  to  whether  the  catas¬ 
trophic  decline  in  prices  during  the  past  four 
years  is  the  cause  or  effect  of  the  other  prob¬ 
lems  on  the  conference  agenda,  it  is  clear 
that  recovery  cannot  be  achieved  until  at 
least  a  moderate  increase  in  the  prices  of 
basic  commodities  has  taken  place." 

On  the  question  of  prices,  as  on  the  major¬ 
ity  of  issues,  the  Commission  of  Experts  has 
taken  a  conservative  position.  No  definite 
suggestions  are  made,  but  it  is  significant 

49.  Cf.  Walter  Lippmann,  New  York  Herald  Tribune,  May  10, 
1933. 

50.  For  details  regarding  the  operation  of  the  British  Ex¬ 
change  Equalization  Fund,  cf.  The  Economist,  Banking  Supple¬ 
ment,  May  13,  1933;  cf.  also  proposal  by  M.  Rist,  New  York 
Times,  May  23,  1933. 

51.  Ibid,,  p.  18. 

52.  New  York  Times,  May  20,  1933. 

53.  Cf.  Roosevelt-MacDonald  and  Roosevelt-Herriot  state¬ 
ments,  cited;  also  Imperial  Economic  Conference  at  Ottawa, 
1932,  Summary  of  Proceedings  and  Copies  of  Trade  Agreements 
(London,  H.  M.  Stationery  OfBce,  1932),  Cmd.  4174,  p.  11-12. 
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that  inflationary  measures  are  given  scant 
consideration,  since  they  would  be  clearly  in¬ 
consistent  with  the  remainder  of  the  pro¬ 
gram.  Equilibrium  between  costs  and  prices 
can  be  restored,  in  theory  at  least,  either  by 
reducing  costs  or  by  raising  prices.  Reduc¬ 
tion  in  costs  has  already  been  effected  to  a 
considerable  extent  through  the  normal 
working  of  the  deflationary  process,  but  the 
Commission  declares  that  the  extent  to  which 
these  changes  have  served  to  correct  previous 
basic  maladjustments  between  different  cate¬ 
gories  of  wages  and  prices  is  an  open  ques¬ 
tion."  There  remains,  in  addition,  the  ex¬ 
treme  difficulty  of  scaling  down  the  existing 
burden  of  indebtedness,  a  process  which 
creates  many  grave  problems. 

On  the  other  hand,  if  inflationary  meas¬ 
ures  are  ruled  out,  it  is  difficult  to  assure  a 
rise  in  prices.  With  certain  commodities 
this  end  might  be  accomplished  by  an  inter¬ 
national  agreement  for  the  limitation  of 
supply.  This  method,  however,  is  clearly  in¬ 
capable  of  universal  application,  and  is  held 
by  some  authorities  to  be  dangerous  even  as 
an  experiment,  because  of  unforeseen  reper¬ 
cussions  on  other  portions  of  the  economic 
structure."  Certain  financial  measures  hold 
more  promise.  In  countries  with  a  free 
gold  standard  and  large  monetary  reserves, 
the  Commission  recommends  the  pursuit  of 
a  credit  policy  which  would  assure  low  in¬ 
terest  rates.  While  such  policies  have  proved 
relatively  ineffective  to  date,  owing  to  the 
lack  of  demand  on  the  part  of  business  in¬ 
terests  for  the  credit  which  has  been  made 
available,  the  Commission  expects  an  in¬ 
crease  in  effective  demand  on  the  restoration 
of  international  confidence.  It  consequently 
opposes  large-scale  governmental  expendi¬ 
tures  for  public  works,  on  the  ground  that 
such  expenditures  tend  to  undermine  govern¬ 
ment  credit.  Finally,  the  Commission 
stresses  the  necessity  for  a  resumption  of  in¬ 
ternational  lending  in  order  to  place  purchas¬ 
ing  power  at  the  disposal  of  countries  with 
a  limited  supply  of  domestic  capital. 

Resumption  of  the  Movements  of  Capital 

Thus,  according  to  the  Commission,  both 
monetary  stabilization  and  the  raising  of 
prices  depend,  in  the  last  analysis,  on  re¬ 
moval  of  the  obstacles  which  have  hitherto 
prevented  the  revival  of  foreign  lending. 
Apart  from  instability  of  exchanges,  which 
would  be  automatically  removed  by  tne  re¬ 
establishment  of  the  international  gold  stand¬ 
ard,  the  leading  obstacles  to  the  resumption 
of  lending  are  the  control  of  foreign  ex¬ 
changes  and  the  existing  burden  of  debts. 
In  most  cases,  the  nations  which  have  adop¬ 
ted  restrictions  on  foreign  exchange  have 

54.  Draft  Annotated  Agenda,  cited,  p.  19. 

55.  Cf.  Keynes,  The  Means  to  Prosperity,  cited,  p.  19. 


done  so  as  a  conscious  alternative  to  abandon¬ 
ment  of  the  stability  of  their  currency.  A 
few  countries,  however,  have  resorted  to  ex¬ 
change  restriction  for  the  purpose  of  im¬ 
proving  their  balance  of  payments  through 
curtailment  of  imports.  In  view  of  the  fail¬ 
ure  of  these  measures  to  yield  the  desired 
effect,  the  Commission  of  Experts  suggests 
that  it  would  be  both  possible  and  desirable 
for  some  states  to  remove  exchange  restric¬ 
tions  voluntarily  without  waiting  for  inter¬ 
national  agreement." 

The  Commission  recognizes,  however,  that 
for  many  nations  such  action  would  be  im¬ 
practicable  on  account  of  the  threat  that 
short-term  deposits  might  be  suddenly  with¬ 
drawn,  or  because  of  the  impossibility  of 
meeting  full  service  charges  on  long-term 
debts."  In  the  latter  case,  the  experts  declare 
that  there  must  be  a  readjustment  of  debts 
between  the  parties  concerned  although,  in 
view  of  the  desirability  of  maintaining  con¬ 
fidence  in  the  integrity  of  obligations,  it  is 
necessary  that  such  adjustments  be  made 
only  where  payment  is  obviously  impossible.'^ 

While  the  re-establishment  of  international 
financing  can  best  be  effected  through  nor¬ 
mal  credit  channels,  the  Preparatory  Com¬ 
mission  suggests  that  the  creation  of  a 
special  credit  institution  might  hasten  this 
action  during  the  present  abnormal  period. 
Three  definite  proposals  are  made:  (1)  the 
establishment  of  a  Monetary  Normalization 
Fund  to  assist  in  the  stabilization  of  ex¬ 
changes;  (2)  the  creation  of  an  International 
Credit  Institute  to  extend  aid  to  debtor  coun¬ 
tries;  and  (3)  a  program  of  public  works  to 
be  financed  on  an  international  scale.  The 
Commission  is  inclined  to  be  doubtful  re¬ 
garding  an  international  public  works  pro¬ 
gram,  however,  on  the  ground  that  various 
governments  have  already  more  financial  ob¬ 
ligations  than  they  are  able  to  bear. 

Restrictions  on  International  Trade 

Since  ultimately  international  loans  must 
be  repaid  principally  in  the  form  of  goods, 
it  is  obvious  that  there  can  neither  be  a  sub¬ 
stantial  resumption  in  lending  nor,  as  has 
been  previously  indicated,  a  return  to  the 
gold  standard  until  there  is  definite  prospect 
that  existing  trade  barriers  will  be  removed. 
The  chief  problem  with  regard  to  trade  re¬ 
strictions  grows  out  of  the  fact  that,  almost 
without  exception,  they  are  defensive  in  ori¬ 
gin.  The  virtual  stoppage  of  the  internation¬ 
al  movement  of  capital  and  the  large  reduc¬ 
tion  in  invisible  exports  have  forced  many 

56.  There  is  also  the  possibility  of  an  adjustment  of  ex- 
chanfire  restrictions  by  bilateral  agreement.  (Cf.,  for  example, 
the  British-Argentine  Trade  Agreement,  Argentina  No.  1  (19SS), 
Convention  bettceen  the  Oovemment  of  the  United  Kingdom  and 
the  Government  of  the  Argentine  Itepublic  relating  to  Trade  and 
Commerce  (London,  H.  M.  Stationery  Olflce,  1933),  Cmd.  4310. 

57.  Germany.  Austria,  or  Hungary,  for  instance,  could  not 
hope  to  meet  all  of  their  obligations  under  existing  conditions. 

58.  Draft  Annotated  Agenda,  cited,  p.  21. 
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states,  particularly  those  which  were  heavily 
in  debt,  to  restrict  their  imports,  even  at  the 
cost  of  a  marked  slowing-down  in  domestic 
economic  activity.  Similarly,  in  certain  of 
the  creditor  countries,  the  fall  in  the  price 
of  agricultural  products  has  led  to  the  im¬ 
position  of  drastic  quota  restrictions  as  a 
protection  to  domestic  producers.  Experi¬ 
ence  has  shown  that  there  is  little  likelihood 
that  these  restrictions  can  be  removed  until 
the  conditions  which  led  to  their  adoption 
have  been  changed.  While  the  failure  of 
previous  efforts,"  initiated  under  relatively 
favorable  circumstances,  is  far  from  reassur¬ 
ing,  the  Preparatory  Commission  asserts  that 
the  gravity  of  the  present  situation  may 
force  nations  to  realize  the  necessity  of  ac¬ 
tion  if  the  steady  reduction  in  trade  is  to  be 
stemmed.  The  fact  that  the  present  confer¬ 
ence  is  seeking  to  deal  with  the  economic 
problem  in  its  entirety,  instead  of  merely 
one  phase  of  it,  is  also  encouraging. 

Tariff  and  Treaty  Policy 

The  final  step  in  the  program  for  economic 
disarmament  relates  to  tariff  reduction.  The 
self-regulating  adjustments  of  the  world  eco¬ 
nomic  system  are  only  possible  if  creditor 
countries  frame  their  economic  policies  in 
such  a  way  as  to  allow  their  debtors  to  meet 
obligations  through  the  export  of  goods  and 
services."  Many  authorities  believe  that  the 
failure  of  the  United  States  and  other  cred¬ 
itors  to  accommodate  themselves  to  the 
changes  in  their  creditor  position  during  the 
post-war  period  is  primarily  responsible  for 
the  present  world  crisis."  Under  the  circum¬ 
stances,  it  is  not  only  evident  that  tariffs 
must  be  reduced,  but  that  creditor  countries 
must  make  more  drastic  reductions  than  are 
imposed  on  the  debtors."  The  task,  however, 
is  fraught  with  grave  difficulties.  Few  na¬ 
tions  will  be  willing  to  lower  existing  duties 
during  a  period  of  economic  stagnation  un¬ 
less  they  have  concrete  assurance  of  perma¬ 
nent  improvement  in  the  financial  and  eco¬ 
nomic  situation.  Moreover,  precipitate  ac¬ 
tion  might  lead  to  serious  dislocation.  Any 
significant  adjustment  in  prevailing  duties 
would  have  to  be  effected  in  successive  stages 
and  should,  if  possible,  be  simultaneous. 

It  is  generally  understood  that  the  first 
step  will  probably  be  the  conclusion  of  a 
“customs  truce,”  pending  the  formulation  of 
a  definite  agreement  for  tariff  reduction. 
This  may  be  merely  a  prolongation  of  the 
truce  signed  on  May  12  at  London  between 

59.  For  details,  cf.  Harvey  J.  Bressler,  "Trade  Barriers  and 
the  League  of  Nations.”  Foreign  Policg  Reports,  Vol.  VII,  No. 
11.  August  5,  1931,  p.  207-210. 

61.  Ibid.,  p.  27. 

62.  Cf.  Stewart,  “American  Commercial  Policy  and  the  World 
Crisis,”  cited. 

63.  Cf.  Stewart,  “Tariff  Issues  Confronting  the  New  Ad- 
tninlstratlon,”  cited,  p.  21,  23. 


eight  of  the  principal  powers,"  or  it  may  be 
somewhat  more  rigid  in  character.  Whether 
such  an  agreement  can  be  reached  at  the  con¬ 
ference  itself  is  not,  however,  of  extreme  im¬ 
portance  for,  as  the  Preparatory  Commission 
points  out,  a  truce  would  do  more  harm  than 
good  if  it  resulted  in  a  stabilization  of  duties 
at  the  present  level.  The  essential  problem 
is  to  secure  agreement  for  the  universal  low¬ 
ering  of  the  present  barriers.  Considerable 
difficulty  will  probably  be  incurred  because 
the  various  nations  are  unlikely  to  agree  re¬ 
garding  the  standard  on  which  reduction 
shall  be  based.  Two  ways  are  open:  reduc¬ 
tion  by  specified  percentages;"  and  reduc¬ 
tion  to  a  uniform  level.  As  neither  of  these 
methods  is  expected  to  command  general  sup¬ 
port,  the  Commission  recommends  that  the 
conference  study  the  possibility  of  combining 
the  two  systems.  No  rigid  formula  is  likely 
to  be  entirely  satisfactory,  however,  in  all 
of  its  details,  and  a  considerable  amount  of 
latitude  may  consequently  be  necessary  in 
the  application  of  any  method  that  may  be 
decided  on. 

Four  means  of  effecting  tariff  reduction 
are  suggested:  (1)  by  general  agreement  at 
the  conference;  (2)  by  a  collective  agree¬ 
ment  of  a  group  of  governments;  (3)  by  bi¬ 
lateral  negotiations;  and  (4)  by  unilateral 
action  on  the  part  of  individual  governments. 
Without  seeking  to  discourage  individual  or 
joint  action,  the  Preparatory  Commission 
holds  that  no  serious  progress  can  be  made 
unless  the  various  nations  have  the  assurance 
that  at  least  a  majority  of  the  great  powers 
will  take  definite  steps  to  reduce  the  existing 
obstructions  to  trade.  Such  assurance,  more¬ 
over,  can  only  be  provided  through  one  or 
more  international  agreements.  If,  however, 
the  conference  fails  to  achieve  the  ideal  of  a 
general  multilateral  treaty  to  which  all  states 
would  be  parties,  there  remains  the  possibil¬ 
ity  of  concluding  collective  agreements  which 
would  be  open  to  all  of  the  others.  Such 
pacts  might  either  specify  the  reduction  of 
tariffs  which  would  be  made,  or  lay  down  the 
general  principles  to  be  followed  in  bilateral 
negotiations. 


64.  An  attempt  was  made  by  the  United  States  to  secure 
agreement  to  a  tariff  truce  prior  to  the  meeting  of  the  organ¬ 
izing  committee  of  the  conference  on  April  29,  but  the  suggestion 
met  with  opposition  on  the  part  of  Great  Britain,  Prance  and 
certain  other  European  nations.  On  May  2,  however,  the  French 
government  announced  its  acceptance  of  the  proposal,  on  con¬ 
dition  that  It  would  be  free  to  impose  surtaxes  on  existing  du¬ 
ties  as  a  protection  against  further  depreciation  of  the  dollar. 
Finally,  Great  Britain  accepted  a  modified  formula  on  May  9, 
permitting  the  completion  of  negotiations  which  had  already 
been  started.  The  agreement,  as  signed  on  May  12  at  London, 
commits  each  of  the  eight  signatories  not  to  intensify  “measures 
of  all  kinds  which  at  the  present  time  misdirect  and  paralyze 
international  trade,”  and  not  to  “adopt  any  new  initiative  which 
might  increase  the  many  varieties  of  diftlculties  now  arresting 
international  commerce.”  At  the  request  of  Great  Britain,  a 
reservation  was  added  which  provides  that  nothing  in  the  reso¬ 
lution  shall  conflict  with  that  part  of  the  draft  agenda  In  which 
the  experts  declared  that  a  rise  in  prices  might  be  obtained 
through  a  regulation  of  exports,  as  in  the  case  of  wheat. 
(For  the  text.  cf.  New  York  Times.  May  13,  1933.) 

65.  Cf.  proposal  of  Cordell  Hull  for  a  general  10  per  cent 
reduction  in  world  tariffs.  New  York  Times,  December  4,  1932. 
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CAN  ECONOMIC  DISARMAMENT 
BE  ACHIEVED? 

Thus  the  conference  agenda  is  pre-emi¬ 
nently  concerned  with  the  restoration  of  the 
self-stabilizing  mechanism  of  the  pre-war 
economic  structure.  It  rests  on  the  assump¬ 
tion  that  the  only  sound  means  of  raising  and 
stabilizing  prices  lies  in  the  revival  of  “con¬ 
fidence,”  and  in  reliance  on  the  normal  ad¬ 
justments  imposed  by  competition.  To  this 
end,  somewhat  drastic  steps  are  necessary 
both  in  the  financial  and  the  economic  field. 
The  gold  standard  must  be  re-established  un¬ 
der  conditions  which  will  provide  a  guaran¬ 
tee  against  recurrence  of  the  recent  debacle. 
These  involve  not  only  the  reform  of  present 
monetary  systems  and  the  abolition  of  ex¬ 
change  restrictions,  but  also  substantial  pro¬ 
gress  toward  the  reduction  of  tariffs  and 
the  removal  of  other  obstructions  to  the  free 
movement  of  goods  and  capital.  It  is  only 
when  this  task  has  been  achieved  that  the 
world  may  look  for  a  resumption  of  inter¬ 
national  lending  which  alone  can  lay  the  basis 
for  a  return  to  normal  business  activities. 

Except  for  convinced  nationalists,"  few 
economists  question  the  general  desirability 
of  carrying  through  such  a  program.  Many 
authorities  express  grave  doubt,  however, 
regarding  its  feasibility.  In  the  first  place, 
the  practical  obstacles  are  tremendous.  The 
mere  outline  of  the  program  is  sufficient  to 
indicate  the  extreme  complexity  of  the  un¬ 
dertaking.  Piecemeal  measures  are  of  little 
avail ;  concerted  action  in  both  the  monetary 
and  the  economic  field  is  necessary  before 
progress  can  be  made  in  either."  There¬ 
fore,  the  serious  technical  problems  which 
have  been  created  by  the  suspension  of  the 
gold  standard  in  the  United  States  have  led 
some  experts  to  fear  that  the  entire  program 
will  fail while  experts  in  the  field  of  tariffs 
and  trade  restrictions  fear  that  the  obstacles 
in  their  sphere  are  so  great  as  to  prevent 
the  conference  from  reaching  a  satisfactory 
agreement  on  any  phase  of  the  problem.  In 
addition,  there  remains  the  problem  of  the 
war  debts,"  which  the  Preparatory  Commis¬ 
sion  declares  must  be  settled  before  substan¬ 
tial  progress  can  be  made  toward  economic 
and  financial  reconstruction."  Moreover,  in 
the  actual  negotiation  of  these  questions,  po¬ 
litical  considerations  are  frequently  of  more 
importance  than  economic  ones."  The  uncer- 


66.  Such  writers  as  Donham  and  Dennis,  previously  cited, 
emphatically  oppose  any  program  which  would  leave  the  United 
States  at  the  mercy  of  fluctuations  In  world  prices.  Cf.  p.  73. 

67.  Draft  Annotated  Agenda,  cited,  p.  7. 

68.  Cf.  p.  76. 

69.  Secretary  Hull  announced  on  May  9  that  negotiations 
regarding  the  war  debts  would  be  held  simultaneously  with  the 
Conference,  but  not  in  connection  with  It.  (New  York  Times, 
May  10.  1933.) 

70.  Draft  Annotated  Agenda,  cited,  p.  7 ;  cf.  also.  The  Econ¬ 
omist.  May  13.  1933. 

71.  Cf.  Sir  Walter  Layton.  “The  Task  of  the  World  Economic 
Conference."  f  oreign  Affairs,  April  1983.  p.  407. 


tainties  which  have  developed  in  Central 
Europe  and  the  Far  East,  and  the  difficulties 
confronted  at  the  Disarmament  Conference, 
have  served  to  make  agreement  on  economic 
questions  much  more  difficult.  To  a  large 
extent,  the  growth  of  trade  barriers  during 
the  past  few  years  has  been  merely  a  super¬ 
ficial  manifestation  of  the  rise  of  national¬ 
ism  throughout  the  world.” 

Second,  many  critics  see  inevitable  failure 
in  the  fact  that  the  program  for  economic 
disarmament  is  essentially  an  attempt  to  re¬ 
verse  the  whole  trend  of  economic  develop¬ 
ment  during  the  past  half  century.  Tariffs 
and  exchange  restrictions  are  but  one  aspect 
of  the  universal  efforts  of  economic  groups 
to  protect  themselves  against  the  uncertain¬ 
ties  of  free  competition.  This  same  force, 
which  has  prompted  the  creation  of  monop¬ 
olies  and  combinations  within  the  state,  has 
led  workers  to  band  together  in  labor  unions, 
and  has  resulted  in  the  development  of  a 
vast  framework  of  social  legislation  for  the 
purpose  of  protecting  individuals  against  the 
ruthless  forces  of  supply  and  demand.  To 
restore  the  world  market  with  its  self-regu¬ 
lating  and  automatic  adjustments”  implies, 
therefore,  not  only  re-establishment  of  an  in¬ 
ternational  monetary  system  and  levelling  of 
trade  barriers,  but  checking  the  tendency 
toward  large-scale  financial  and  business 
units  and  reversal  of  the  trend  toward  the 
establishment  of  social  services.” 

In  the  third  place,  even  assuming  that  it 
could  be  accomplished,  there  is  serious  doubt 
whether  greater  freedom  of  international 
trade  is  a  sufficient  remedy  for  the  world 
crisis.  Certain  members  of  the  Preparatory 
Commission  are  convinced  that  concerted 
governmental  action  in  selected  fields  of  pro¬ 
duction  and  trade  is  necessary  to  correct  the 
profound  economic  disorganization  which 
has  resulted  from  the  depression."  Moreover, 
other  observers  declare  that  the  program 
would  be  deflationary  in  effect  and  that  it 
would  do  little  to  restore  the  lost  purchasing 
power  of  the  unemployed  millions  through¬ 
out  the  world."  This  deficiency  of  purchas¬ 
ing  power,  they  maintain,  can  only  be  rem¬ 
edied  by  an  international  inflationary  move¬ 
ment  which  would  reach  the  debtor  as  well 
as  the  creditor  countries. 

ESTABLISHING  INTERNATIONAL 
ECONOMIC  CONTROLS 

These  critics  point  out,  moreover,  that  fail¬ 
ure  to  restore  the  automatic  adjustments  of 
the  world  market  does  not  necessarily  involve 
reversion  to  a  system  of  self-contained  na- 

72.  Cf.  Salter.  Recovery:  The  Second  Effort,  cited,  p.  267- 
273. 

73.  Cf.  iWd.,  p.  13-19. 

74.  Cf.  John  Strachey.  The  Coming  Struggle  for  Power  (Nem 
York.  Covicl-Frlede.  1933).  p.  131-51. 

76.  Draft  Annotated  Agenda,  cited,  p.  31. 

76.  Cf.  Keyes,  The  Means  to  Prosperity,  cited,  p.  27. 
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tional  states.  Instead,  they  claim  to  detect 
an  ill-defined  but  unmistakable  trend  toward 
the  development  of  new  methods  for  regu¬ 
lating  the  international  economic  mechanism 
to  eliminate  the  violent  upheavals  which  are 
the  characteristic  results  of  unrestricted 
competition.  Heretofore,  economic  combina¬ 
tions,  price-fixing  and  the  other  rigid  fea¬ 
tures  of  national  economy  have  extended  only 
to  a  very  limited  extent  into  the  international 
sphere.  Attempts  have  been  made  by  the 
producers  of  aluminum,  copper,  oil  and  sugar 
to  secure  international  agreement  for  the 
regulation  of  production,”  but  these  efforts 
have  been  successful  only  where  the  output 
has  been  controlled  by  a  relatively  small  num¬ 
ber  of  interests.  With  a  view  to  developing 
and  strengthening  this  process,  several  mem¬ 
bers  of  the  Preparatory  Clommission  suggest 
that  the  London  conference  study  the  desir¬ 
ability  of  government  aid  in  regulating  the 
production  and  distribution  of  such  commod¬ 
ities  as  wheat,  timber  and  coal.™  They  also 
j  suggest  that  the  question  of  transport  be  ex- 
'  amined  in  an  endeavor  to  ascertain  whether 
it  would  not  be  possible  to  conclude  an  inter¬ 
national  agreement  with  regard  to  sea,  land 
and  river  transportation  which  would  be  mu¬ 
tually  beneficial.” 

A  striking  confirmation  of  the  trend  to¬ 
ward  international  control  of  production  and 
trade  may  be  found  in  the  discussion  of  the 
League  of  Nations  wheat  committee  at 
Geneva.  Press  reports  indicate  that  the  four 
leading  wheat-exporting  countries — Argen¬ 
tina,  Australia,  Canada  and  the  United  States 
—are  in  general  accord  regarding  a  plan  for 
the  reduction  of  wheat  acreage  which  is  to 
be  presented  to  the  London  conference  for 
consideration."®  A  similar  trend  is  evident 
in  the  recent  trade  agreements  which  Great 
Britain  has  concluded  with  Germany,  Argen¬ 
tina  and  the  Scandinavian  countries.®  Fol¬ 
lowing  the  example  set  in  the  Ottawa  pacts," 
these  treaties  provide  for  limiting  certain 
imports  into  the  United  Kingdom  in  ac¬ 
cordance  with  specified  quotas,  in  the  hope  of 
thereby  maintaining  prices  at  a  profitable 
level.  Provision  is  also  made  in  the  Argen¬ 
tine  treaty  for  control  and  distribution  of  the 
foreign  exchange  obtained  through  the  sale 
of  Argentine  products  in  the  United  King¬ 
dom  in  such  a  manner  as  to  assure  full  pay¬ 
ment  for  British  exports  to  the  South  Ameri- 
can  republic.  These  developments  have  not, 

77.  For  general  consideration  of  some  of  these  attempts,  cf. 
waliace  and  Edminster,  International  Control  of  Raw  Materiala 
(Washington.  Brookings  Institution,  1930) ;  also  Walter  Llpp- 
niann  and  W.  O.  Scroggs,  The  United  States  in  World  Affairs 
(New  York.  Harpers.  1932),  p.  69-103. 

78.  Draft  Annotated  Agenda,  cited,  p.  32-3. 
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Foreign  Policy  Reports.  Vt)!.  VUI,  No.  21,  December  21.  1932, 
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however,  met  with  the  full  approval  of  many 
orthodox  economists  who  fear  that  such  at¬ 
tempts  to  interfere  with  the  normal  adjust¬ 
ments  of  production  and  trade  are  bound  to 
result  in  disaster.**  It  is  contended  that  all 
efforts  to  regulate  international  prices 
through  restriction  of  supply  tend  to  pass 
the  effects  of  the  eliminated  competition  on 
to  the  economic  system  as  a  whole,  and  that 
the  uncontrolled  elements  in  the  system  are 
therefore  made  to  suffer  even  greater  dis¬ 
location.** 

International  Inflation 

Regulation  of  production,  moreover,  while 
possibly  necessary  in  order  to  establish  bal¬ 
ance  in  the  economic  structure,  does  not  re¬ 
store  the  lost  purchasing  power  of  the  un¬ 
employed.  It  does  not  even  furnish  a  means 
whereby  the  general  level  of  prices  can  be 
raised.  This,  some  economists  maintain,  can 
only  be  achieved  through  an  international  in¬ 
flationary  program  which  will  create  the 
needed  purchasing  power  and  relieve  the 
pressure  upon  the  debtor  nations.  Most  note¬ 
worthy  among  such  proposals  is  that  of  J.  M. 
Keynes,  noted  British  economist.**  Mr. 
Keynes  suggests  that  an  international  au¬ 
thority  be  established  for  the  issue  of 
15,000,000,000  worth  of  gold-notes  which 
would  be  distributed,  at  a  nominal  charge, 
among  participating  governments  in  ac¬ 
cordance  with  a  pre-determined  formula.** 
The  notes  would  be  secured  by  the  promise 
of  all  the  participating  governments  to  ac¬ 
cept  them  as  the  equivalent  of  gold  and  by 
specific  guarantees  against  default.  They 
would  not  enter  into  general  circulation,  but 
would  be  held  by  Treasuries  or  Central 
Banks  as  a  reserve  against  a  possible  in¬ 
crease  in  currency  or  credit  which  could,  ac¬ 
cording  to  existing  practices,  be  several  times 
as  great  as  the  value  of  the  certificates.  A 
check  would  be  provided  against  too  sharp  a 
rise  in  prices  by  a  provision  directing  the 
governing  board  to  modify  the  size  of  the 
note-issue  or  vary  the  interest  charge  to  the 
respective  governments  in  such  a  manner  as 
to  stabilize  prices  at  a  designated  level.*" 

This  proposal  has  a  number  of  obvious 
merits.  If  carried  out,  it  would  lessen  the 
pressure  on  foreign  exchanges  so  as  to  per¬ 
mit  the  stabilization  of  currencies;  it  would 
insure  a  reasonable  rise  in  commodity  prices ; 
and  it  would  automatically  solve,  tempor¬ 
arily  at  least,  the  problem  of  international 
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credit.  By  a  provision  which  would  limit 
the  amount  of  certificates  which  any  of  the 
large  creditor  countries  could  obtain,  the 
evils  resulting  from  the  concentration  of 
gold  would  be  mitigated.  The  need  for  tar¬ 
iffs  and  other  defensive  restrictions  would 
be  materially  reduced.  As  a  result  of  these 
advantages,  Mr.  Keynes’  proposal  would 
greatly  improve  the  possibility  of  agreement 
at  the  economic  conference,  and  would  make 
possible  the  financing  of  a  large  public 
works  program  in  practically  all  countries. 
Critics  of  the  plan,  however,  stress  the  fact 
that  it  is  in  reality  but  an  indirect  manner 
of  floating  a  huge  loan  for  the  benefit  of 
debtor  countries.”  It  is  to  be  seriously  ques¬ 
tioned,  they  maintain,  whether  it  is  either 
possible  or  desirable  to  attempt  thus  to  re¬ 
store  the  over-inflated  international  credit 
structure  which  precipitated  the  1929  col¬ 
lapse.  In  addition,  they  point  to  the  extreme 
difficulty  of  securing  acceptance  of  a  scheme 
which  places  large  monetary  powers  in  the 
hands  of  an  international  body  whose  policies 
would  at  times  inevitably  come  into  conflict 
with  the  national  policies  of  various  govern¬ 
ments  and  Central  Banks."  Finally,  it  has 


been  urged  that  the  foregoing  proposal  does 
not  strike  at  the  root  of  the  financial  and 
monetary  disequilibrium  which  has  devel¬ 
oped,  in  that  it  carries  no  assurance  that 
creditor  countries  will  reduce  their  tariffs 
to  a  degree  which  will  permit  the  payment 
of  international  balances  in  goods  and  ser¬ 
vices." 

A  similar  reservoir  of  credit  might  be  ob¬ 
tained  as  the  result  of  an  international  agree¬ 
ment  for  the  simultaneous  reduction  of  the 
gold  content  of  all  national  currencies." 
While  this  plan  has  none  of  the  specific  weak¬ 
nesses  of  the  Keynes  proposal,  its  critics 
maintain  that  it  would  be  all  but  impossible 
to  secure  agreement  on  the  new  parities,  and 
that  it  would  react  predominantly  to  the  ad¬ 
vantage  of  the  countries  possessing  large 
gold  stocks.”  Another  alternative  would  be 
a  simultaneous  program  of  public  works  in 
all  of  the  leading  countries  financed  either  by 
government  borrowing  or  by  fiat  money." 
This  plan  is  also  opposed  by  conservative 
economists  on  the  ground  that  it  would 
wreck  government  credit  and  create  pro¬ 
found  dislocations  in  the  economic  structure." 


CONCLUSION 


Many  observers  see  the  London  conference 
as  the  supreme  test  of  the  existing  political 
and  economic  order.  To  some,  the  increase 
in  tariffs  and  trade  restrictions,  the  competi¬ 
tive  depreciation  of  currencies,  and  the  other 
disquieting  manifestations  of  economic  na¬ 
tionalism  are  the  logical  outgrowth  of  the 
development  of  large-scale  enterprise  within 
the  various  states  and  the  increasingly  sharp 
competition  between  these  interests  for  the 
world  markets."  Whether  these  tendencies 
will  lead  to  the  break-up  of  the  international 
economic  structure  and  the  development  of  a 
system  of  independent  national  economies  de¬ 
pends  to  a  large  extent  on  the  decisiohs 
reached  at  the  present  conference."  Simi¬ 
larly,  definite  decision  will  have  to  be  taken 
with  respect  to  the  alternatives  of  economic 
freedom  or  control.  Attempts  to  compromise 
between  the  principles  of  laissez  faire  and 
planning,  -or  between  isolation  and  interna¬ 
tionalism  must  inevitably,  by  reason  of  the 
contradictions  involved,  lead  to  serious  mal¬ 
adjustments  if  not  to  complete  disaster." 
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There  are,  however,  substantial  grounds  for  * 
optimism.  Despite  the  bitter  conflict  which  ; 
appears  on  the  surface,  the  true  interests  of 
the  various  nations  are  not  essentially  diver-  i 
gent."  Possibility  of  agreement  exists  if  the 
leading  creditor  countries  are  willing  to  make  : 
the  concessions  and  compromises  necessary  , 
to  restore  an  international  equilibrium  in 
which  debtors  may  be  enabled  to  meet  their  : 
obligations.  It  is  important,  however,  to 
realize  that  this  achievement  implies  political 
as  well  as  economic  adjustments.  Above  all, 
it  is  essential  that  nations  approach  the  con¬ 
ference  in  a  spirit  of  conciliation,  and  avoid 
all  attempts  to  promote  their  national  ad¬ 
vantage  through  bargaining. 
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